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A  BRITISH  CUSTOMS  UNION: 
PREFERENTIAL  TARIFFS. 

There  has  been  in  recent  years  a  great  movement 
of  opinion,  both  at  home  and  in  the  Colonies,  in  favour 
of  a  closer  commercial  union  between  Great  Britain 
and  the  British  possessions  beyond  the  seas.  This 
desire  for  a  closer  commercial  union  is  part  of  a  move- 
ment in  favour  of  a  closer  political  union  between  the 
various  parts  of  the  British  Empire.  It  is  obvious  that 
in  the  discussion  of  such  a  subject  political  as  well  as 
economic  considerations  must  be  taken  into  account. 
It  may  happen  that  the  political  considerations  point 
in  one  direction,  and  the  economic  in  another.  And 
it  may  become  a  choice,  whether  we  shall  allow  the 
political  considerations  to  outweigh  the  economic,  or 
the  economic  the  political.  But  in  this  section  we  are 
bound  to  consider  the  question  exclusively  from  the 
economic  side.  I  shall,  therefore,  say  nothing  about 
the  political  considerations  involved  in  the  discussion 
of  my  subject,  except  to  make  this  observation.  Good 
economics  are  so  much  of  the  essence  of  wise  politics 
that  it  is  very  seldom  indeed  that  what  is  economically 
injurious  can  be  politically  expedient,  or  that  what  is 
economically  sound  can  be  politically  dangerous.  And, 
further,  it  is  impossible  to  touch  any  people  on  the 
side  of  its  economic  interests  without  at  once  rousing 
political  feeling,  and  affecting  political  action. 
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DIFFERENCE  BETWEEN  A  CUSTOMS  UNION  AND 
PREFERENTIAL  TARIFFS. 

Those  who  advocate  the  adoption  of  measures  for 
establishing  closer  commercial  relations  between  Great 
Britain  and  the  British  possessions  abroad  may  be 
divided  intO'  two'  great  classes.  There  are,  first,  those 
who  propose'  what  is  called  a  British  Zollverein,  but 
what  I  prefer  to  call  a  British  Customs  Union  ;  that  is, 
the  abolition  of  all  Customs  barriers  within  the  bounds 
of  the  Empire,  and  the  free,  unimpeded,  untaxed 
transit  of  goods  from  every  part  of  the  Empire  to  every 
other  part.  There  are,  second,  those  who^  propose 
Preferential  Tariffs ;  that  is,  that  every  part  of  the 
Empire  should  so  arrange  its  tariffs  as  to  give  an 
advantage  in  its  markets  tO'  the  products  of  every  other 
part  of  the  Empire  over  the'  products  of  foreign  States. 
In  the  popular  discussion  of  this  subject,  in  news- 
papers and  elsewhere,  there  seems  to  be  a  good  deal  of 
confusion  as  tO'  the  exact  meaning  of  these  two  pro- 
posals, and  their  relation  to'  each  other.  They  are 
often  spoken  of  as  if  they  were  identical,  or  at  least 
belonged  to  the  same  order  of  ideas,  and  had  the  same 
general  tendency  and  object.  It  is  hardly  necessary 
to  point  out  here  that  this  is  an  entire  mistake.  These 
two  proposals  are  wholly  opposite  to,  I  might  almost 
say  contradictory  of,  each  other.  The  proposal  of  a 
British  Customs  Union  is  a  proposal  for  Free  Trade — 
Free  Trade  between  all  the  parts  of  the  British  Empire,, 
just  in  the  same  way  as  there  is  Free  Trade  between 
all  the  States  of  the  German  Empire,  and  all  the  States 
of  the  American  Union.  Whilst  Customs  barriers  and 
import  dues  were  abolished  within  the  bounds  of  the 
Empire;  a  Customs  barrier  would,  of  course,  be  still 
maintained  as  against  the  rest  of  the  world  ;  but  if  this 
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were  maintained,  as  it  is  at  present  in  Great  Britain, 
exclusively  for  purposes  of  revenue,  a  British  Customs 
Union  would  undoubtedly  be  one  of  the  greatest  steps 
ever  taken  in  the  direction  of  Free  Trade.  On  the 
other  hand,  a  system  of  Preferential  Tariffs  would  be 
essentially  protective  in  its  tendency.  It  implies,  in 
its  very  nature  and  terms,  the  maintenance  of  those 
Customs  barriers  within  the  Empire  which  a  Customs 
Union  would  abolish.  And  its  avowed  aim  is  to  con- 
fine trade  as  much  as  possible  within  the  channels 
which  connect  the  various  parts  of  the  Empire,  and  to 
discourage  trade  with  foreign  countries. 

It  is  necessary,  therefore,  in  dealing  with  this  sub- 
ject to  keep  these  two  proposals  of  a  British  Customs 
Union  and  Preferential  Tariffs  entirely  distinct  in  our 
minds,  as  they  are  essentially  different  in  their  nature 
and  tendency,  and  must  be  discussed  from  wholly 
different  standpoints. 

I.— A    BRITISH    CUSTOMS  UNION. 

This  measure  would,  in  my  opinion,  be  eminently 
desirable  if  it  were  practicable.  The  breaking  down 
of  Customs  barriers  between  territories  which  have  a 
community  of  political  or  financial  interest  has  long 
been  acknowledged  even  by  extreme  Protectionists  as 
economically  and  politically  advantageous.  No  one 
would  now  contend  that  there  would  be  any  economic 
advantage  to  the  United  States  if  Pennsylvania  were 
at  liberty  to  erect  a  Customs  barrier  between  herself 
and  New  York  or  Michigan.  The  economic 
advantages  resulting  from  the  abolition  of  Customs 
restrictions  are  certainly  not  so  great  where  the  terri- 
tories between  which  they  are  abolished  are  separated 
by  long  distances  and  connected  by  sea  traffic.  But, 
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still,  absolute  freedom  of  transit  for  goods  of  all  sorts 
between  Great  Britain  and  her  Colonies  would  have 
many  of  the  advantages  of  the  same  freedom  of  transit 
between  the  various  States  of  the  German  Empire,  or 
the  various  States  of  the  American  Union.  It  is  use- 
less, however,  to  consider  whether  a  British  Customs 
Union  would  be  desirable  till  we  have  first  of  all  ascer- 
tained that  it  would  be  practicable.  In  my  opinion  it 
is  at  the  present  time  wholly  impracticable,  for  the 
following  reasons  :  — 

1.  There  is  no  authority  within  the  British  Empire 
which  has  power  to  impose  and  enforce  common 
Customs  duties,  to  collect  these  duties  at  all  the  ports 
of  the  Empire,  and  to-  distribute  the  proceeds  amongst 
the  several  members  of  the  Union.  The  British  Par- 
liament has  parted  with  its  power  to  interfere  with  the 
taxation  of  the  self-governing  Colonies,  and  it  is  per- 
fectly certain  that  nO'  other  body  would  ever  be  allowed 
to  interfere  with  the  taxation  of  the  United  Kingdom. 
But  it  is  plain  that  a  Customs  Union  can  never  be 
carried  out  unless  there  is  some  authority  to  which  all 
the  members  of  the  Union  will  submit  in  respect  of 
such  matters  as  the  duties  to  be  imposed,  the  mode 
of  their  collection,  and  the  proportions  in  which  they 
shall  be  distributed.  The  creation  of  such  an  authority 
must  form  part  of  that  closer  political  Union  of  the 
Empire  which  is  so  often  discussed,  and  a  Customs 
Union  must  therefore  follow,  and  not  precede,  this 
political  Union. 

2.  A  Customs  Union  would  imply  not  only  common 
Customs  but  a  common  Excise  throughout  the  Empire. 
We  could  not  admit  Australian  wines  and  Jamaica 
rum  free  of  duty,  and  at  the  same  time  maintain  our 
Excise  duties  on  home-made  beer  and  spirits,  unless 
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there  was  some  arrangement  for  common  Excise  duties 
throughout  the  Empire. 

3.  A  Customs  Union  would  mean  a  complete  break 
up  of  the  present  fiscal  systems  of  Great  Britain,  of 
India,  and  the  Colonies.  Take,  for  example,  the  article 
of  tea.  In  igoi  the  United  Kingdom  derived  a 
revenue  of  £6,264.,^!^  from  the  Customs  duty  on  tea. 
Of  the  tea  which  paid  this  revenue  89.68  per  cent, 
came  from  India  and  Ceylon.  A  Customs  Union 
would  mean  that  all  this  Indian  and  Ceylon  tea  would 
enter  Great  Britain  duty  free,  and  thus  about 
;£"5,5CM3,ooo  of  revenue  would  be  lost  to  the  British 
Exchequer.  On  the  other  hand,  Canada  and  Australia 
derive  their  revenues  in  very  large  proportion  from 
Customs  duties  on  manufactured  goods.  The  imports 
into  Canada  which  pay  duty  compared  with  those 
which  enter  free  are  as  104  to  68.  The  104  consist 
mainly  of  manufactured  goods,  the  68  of  raw  material. 
The  dutiable  goods  pay  an  average  rate  of  duty  of 
27.69  per  cent.  It  is  clear,  therefore,  that  if  British 
manufactured  goods  entered  Canada  duty  free,  and 
if,  as  is  the  expectation,  the  free  import  of  British  goods 
put  an  end  to  the  importation  of  foreign  goods,  the 
greater  part  of  Canada's  present  revenue  would  dis- 
appear, and  must  be  replaced  from  some  other  source. 
This  is  enough  to  show  that  a  British  Customs  Union 
would  mean  a  complete  break  up  of  the  present  fiscal 
systems  of  every  part  of  the  British  Empire. 

4.  But,  finally,  a  British  Customs  Union  would 
mean  absolute  Free  Trade  between  every  part  of  the 
British  Empire.  There  is  nothing  more  certain  than 
that  this  is  a  policy  which  most  of  our  Colonies  are  not 
prepared  for,  and  vigorously  repudiate.  As  late  as 
August  14th  last.  Sir  E.  Barton,  the  Premier  of  the  New 
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Australian  Commonwealth,  speaking  at  Tunbridge 
Wells,  said  :  With  regard  to  the  Imperial  Zollverein 
which  had  been  mentioned  that  evening,  he  desired  to 
say  this.  If  it  meant  that  there  was  to  be  Free  Trade 
between  various  parts  of  the  Empire  in  the  products  of 
the  Empire,  in  the  present  state  of  the  development  of 
the  self-governing  Colonies  he  did  not  think  it  would 
be  so  beneficial  as  many  people  supposed.  They  must 
cut  their  coat  according  to  their  cloth.  They  must  not 
lose  sight  of  the  fact  that,  as  several  of  these  Parlia- 
ments were  autonomous,  they  could  not  compel  them 
to  become  Free  Traders  or  Protectionists/'  (Times, 
August  15  th,  1902.)  It  is  plain  from  many  other 
statements  of  leading  representatives  of  Colonial 
opinion  that  the  last  thing  they  mean  or  intend  by  a 
closer  commercial  union  with  the  Mother  Country  is 
to  open  their  markets  freely  to  British  manufactures, 
and  leave'  their  own  manufacturers  unprotected  against 
British  competition. 

We  may,  therefore,  for  all  these  reasons,  treat  the 
proposal  of  a  British  Customs  Union  as  wholly 
impracticable. 

2.— PREFERENTIAL  TARIFFS. 

The  other  proposal  for  encouraging  trade  between 
Great  Britain  and  the  British  possessions  beyond  the 
seas  is  the  establishment  of  a  system  of  Preferential 
Tariffs,  by  which  the  exchange  of  products  between 
the  various  parts  of  the  Empire  would  be  promoted, 
and  trade  with  foreign  countries  proportionately  dis- 
couraged. As  I  said  before,  this  proposal,  instead  of 
being  like  the  proposal  for  a  Customs  Union^  a  mea- 
sure tending  to  greater  freedom  of  trade,  is  in  its 
essence  and  conception  a  measure  of  protection — a 
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device  to  force  trade  out  of  the  channels  which  it  would 
naturally  take  in  a  state  of  freedom  into  other 
channels  which  are  considered,  politically  or  econ- 
omically, more  expedient  or  advantageous.  It  is 
plain  that  the  trade  carried  on  at  present  between  the 
various  parts  of  the  British  Empire  and  foreign  coun- 
tries is  carried  on  entirely  upon  a  basis  of  mutual 
economic  advantage.  If  Lancashire  takes  its  cotton 
almost  exclusively  from  the  United  States,  it  is  not 
from  any  sentimental  preference  for  the  United  States 
over  Egypt  or  India,  but  because  it  can  get  its  cotton 
there  more  cheaply  and  conveniently.  If  Canada  im- 
ports 23  millions  worth  from  ithe  United  States  as 
against  8^  millions  from  the  United  Kingdom,  it  is 
not  because  Canada  prefers  tO'  trade  with  the  United 
States  rather  than  with  the  United  Kingdom,  but  be- 
cause she  finds  the  markets  of  the  United  States  more 
convenient  and  profitable.  If  the  trade  which  thus 
springs  up  naturally  on  a  basis  of  mutual  advantage  is 
to  be  artificially  directed  into  some  other  channel,  it  is 
evident  that  the  channel  into  which  it  needs  to  be 
forced  must  be  one  of  less  economic  advantage.  It 
tan  hardly  be  denied  that  trade  and  commerce  left  to 
themselves  will  naturally  tend  to  find  out  the  most  pro- 
fitable channels,  because  trade  is  simply  the  aggregate 
of  the  efforts  of  the  individual  traders  tO'  find  out  the 
most  profitable  market  each  for  his  own  goods.  But 
the  advocaitesof  Preferential  Tariffs  within  the  Empire 
take  an  entirely  different  view  of  this  question.  They 
seem  to  think  that  our  foreign  trade  is  only  a  means  for 
enriching  and  strengthening  the  foreigner  at  our  own 
expense,  that  all  the  advantage  of  the  trade  goes  to 
foreign  nations,  and  that  nothing  but  disadvantage 
accrues  to  us. 
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MR.  SEDDON'S  POLITICAL  ECONOMY. 

Mr.  Seddon,  the  Prime  Minister  of  New  Zealand, 
who  is  one  of  the  most  persistent  and  enthusi- 
astic advocates  of  Preferential  Tariffs,  made  the  fol- 
lowing statement  on  June  17th  last  at  the  New 
Zealanders'  banquet  in  London  : — "  England  received 
from  foreign  countries  ;£"4 13,000,000  worth  of  goods 
last  year,  and  exported  ;^2  5 2,000,000  worth  to  foreign 
countries.  This  showed  a  balance  of  trade  against 
the  Mother  Country  of  161,000,000.  England  had  to 
send  out  that  many  (sic)  golden  sovereigns  to  foreign 
countries  to  meet  the  difference.  (Cries  of  '  No,' 
'  No.')  There  was  no  mistake  about  this  announce- 
ment. The  difference  between  the  Colonies  and  the 
Mother  Country  was  only  ;^8,ooo,ooo.  But  when 
England  sent  8  million  sovereigns  to  her  Colonies  she 
was  strengthening  herself  and  the  Colonies  at  the  same 
time.''  (Times,  July  18th,  1902.)  Now,  Mr.  Seddon 
was  evidently  quite  serious  in  this  announcement.  He 
believes  that  Great  Britain  carries  on  trade  with 
foreign  countries  at  an  annual  loss  to  herself  of  161 
millions,  and  with  her  Colonies  at  an  annual  loss  of 
8  millions,  and  that  i6g  millions  of  money  is  annually 
paid  by  Great  Britain  for  this  somewhat  expensive 
amusement  called  foreign  trade.  It  is  amazing  that  a 
man  of  Mr.  Seddon's  experience  never  seems  to  have 
asked  himself  where  all  those  millions  of  gold  sover- 
eigns came  from,  or  if  there  was  any  record  of  this 
extraordinary  exportation  of  gold  coin.  If  he  had 
inquired  he  would  have  discovered  to  his  surprise  that 
in  the  five  years  from  1897  to  1901  Great  Britain  had 
imported  £1 53,971,816  in  gold  bullion  and  specie,  and 
had  exported  only    12 1,297,397,  so  that  in  those  five 
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years  instead  of  draining  herself  of  gold  for  the  benefit 
of  the  foreigner  she  had  actually  increased  her  stock 
by  about  2,700,000.  If  he  had  further  taken  the 
trouble  to  inquire^ — How,  then,  does  Great  Britain  pay 
for  the  excess  of  her  imports  over  her  exports?  he 
would  have  learnt  from  such  a  very  easy  source  of 
information  as  Lord  Goschen's  book  on  the  Foreign 
Exchanges  that  this  excess  of  imports  over  exports 
(which  has  been  going  on  for  many  years  without 
apparent  detriment  to  England's  wealth)  represents 
the  mode  in  which  foreign  nations  pay  Great  Britain 
for  shipping  freights,  for  commissions  on  sales  and 
purchases  effected  through  British  brokers,  for  interest 
on  loans,  and  for  numerous  other  debts  owing  by 
foreign  counitries  over  and  above  what  they  owe  for 
goods  exported  from  Great  Britain. 

PREFERENTIAL  TARIFFS  ESSENTIALLY 
PROTECTIONIST. 

I  have  thought  it  necessary  to  dwell  on  this  matter 
at  some  length  before  proceeding  to  discuss  the 
specific  proposals  made  for  preferential  trading,  be- 
cause I  think  we  should  clearly  understand  that  the 
foundation  of  every  one  of  these  proposals  is  a  theory 
that,  whilst  trade  between  one  part  of  the  Empire  and 
another  is  advantageous  to  the  whole  Empire,  trade 
with  foreign  countries  (so  far,  at  least,  as  it  involves  the 
purchase  of  foreign  goods)  is  in  some  way  or  other 
disadvantageous,  or  less  advantageous,  to  the  Empire. 
There  is  no  doubt  that  the  proposal  for  Preferential 
Tariffs  raises  the  old  issue  between  Free  Trade  and 
Protection.  The  idea  is  to  give  Great  Britain,  as  far 
as  possible,  a  monopoly  of  the  trade  with  the  Colonies, 
and  to  give  the  Colonies,  so  far  as  their  own  products 
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extend,  a  monopoly  of  the  markets  of  Great  Britain. 
This  is,  in  essence,  the  same  idea  as  lay  at  the  bottom 
of  the  old  Colonial  system  which  existed  before  the 
American  Revolution,  only  that,  of  course,  the  means  by 
which  the  idea  is  to  be  carried  out  are  adapted  to  the 
altered  political  relations  between  the  Colonies  and 
the  Mother  Country.  Adam  Smith's  chapter  on 
Colonies  in  the  4th  Book  of  the  "  Wealth  of  Nations 
is  still  worth  reading  in  connection  with  this  subject, 
though  he  deals  with  an  enforced  monopoly  of  Colonial 
trade  such  as  is  no  longer  possible.  But  he  shows  with 
great  clearness  and  fulness  that  the  monopoly  of  the 
Colonial  trade,  which  was  in  his  time  forcibly  main- 
tained by  the  power  of  the  British  Parliament,  was 
very  far  from  contributing  to  the  wealth  and  prosperity 
of  Great  Britain,  and  most  of  his  arguments  are  quite 
as  applicable  to  a  monopoly  brought  about  by  treaty 
or  agreement. 

There  are  two  leading  forms  which  the  proposal 
for  Preferential  Tariffs  within  the  Empire  has  taken. 

PROPOSAL  FOR  A  UNIFORM  TAX  ON  ALL 
FOREIGN  IMPORTS. 

I.  The  first  is  that  which  was  first  put  forward  at 
the  Colonial  Conference  of  1887,  but  is  now  chiefly  as- 
sociated with  the  name  of  Colonel  Denison,  President  of 
the  British  Empire  League  in  Canada.  It  is  a  proposal 
that  a  uniform  tax  of  from  5  to  10  per  cent,  above,  and 
independent  of,  the  duties  payable  under  existing 
tariffs,  should  be  imposed  at  all  British  ports  upon  im- 
ports of  all  kinds  from  foreign  countries,  the  proceeds 
to  be  devoted  to  the  common  defence  of  the  Empire. 
This  is  the  crudest  and  most  obviously  objectionable 
form  that  a  proposal  for  preferential  trading  has  taken, 
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and  it  has  been  conclusively  dealt  with  by  Sir  Robert 
G  iff  en  in  a  short  letter  to  the  Times  ^  in  June  last. 

1.  Sir  Robert  Giffen  has  shown  that  an  enormous 
proportion  of  such  a  tax  would  fall  on  the  British 
manufacturer  and  consumer  as  compared  with  the  share 
that  would  fall  on  the  Colonies.  The  United  Kingdom 
would  pay  about  41  millions  of  such  a  tax,  whilst 
iVustralia  would  pay  about  i  million,  and  Canada  a 
little  over  2  millions. 

2.  But  the  amount  which  Great  Britain  would  pay 
is  of  small  consequence  compared  with  the  effect  it 
would  have  on  her  industries  and  trade.  Such  a  tax 
would  in  Great  Britain  fall  almost  exclusively  upon 
food  and  raw  materials,  because  these  constitute  the 
main  imports  of  Great  Britain  from  foreign  countries. 
But  it  is  vital  to  the  prosperity  of  British  industry  and 
of  British  trade  that  we  should  have  the  cheapest  and 
most  convenient  supplies  both  of  food  for  our 
workers  and  of  raw  materials  for  our  industries. 
The  freest  access  to  the  markets  of  the  world 
for  these  articles  is  what  has  created  the  gigantic 
industries  of  Great  Britain  and  is  the  only  thing 
that  can  maintain  them.  A  tax,  even  a  small 
tax,  upon  either  food  or  raw^  materials  must  in- 
crease the  cost  of  production  of  our  manufactures 
(no  man  can  tell  beforehand  how  much),  and  must 
handicap  us  heavily  in  the  struggle  for  a  place  in  the 
world's  markets.  Take  our  textile  manufactures  alone. 
Can*  anyone  imagine  what  the  effect  upon  our  cotton 
and  woollen  manufactures  would  be  of  a  tax  of  10  or 
even  5  per  cent,  upon  our  imports  of  cotton  and  wool  ? 
In  the  "Statesman's  Year  Book"  for  1902,  page  81, 
Mr.  Thomas  Ellison,  of  Liverpool,  gives  the  following- 
striking  figures  as  to  the  British  textile  manufactures  : 


"  A  century  ago  the  value  of  cotton,  woollen,  and  linen 
yarns  and  piece  goods  produced  in  Great  Britain  and 
Ireland  was  about  ;£"22,ooo,ooo  —  say,  woollen 
;^  1 7,000,000,  linen  ;£^4,ooo,ooo,  cotton  1,000,000. 
Of  recent  years  the  value  has  been  about  1 70,000,000 
— say,  cotton  100,  woollen  50,  linen  20  millions.  The 
total  amount  of  capital  employed  is  about  200  millions. 
At  least  5  millions  of  people  are  dependent  upon  these 
industries  for  their  livelihood.  One  half  of  the  value 
of  British  and  Irish  exports  consists  of  textiles." 
Then,  again,  look  at  the  matter  in  this  way.  The 
value  of  the  raw  cotton  imported  into  Lancashire  yearly 
is  about  40  millions.  After  supplying  the  United 
Kingdom  with  all  the  cotton  goods  it  requires,  which 
must  be  of  enormous  value,  Lancashire  exported 
cotton  goods  to  the  value  of  70  millions.  Taking  the 
home  consumption  at  30  millions  we  have  no  less  than 
60  millions  of  value  added  to  the  value  of  the  raw 
cotton  by  the  capital  and  labour  employed  upon  it. 
Can  anyone  contemplate  the  madness  of  endangering 
an  industry  like  this  by  burdening  it  with  a  tax  on  the 
material  it  requires,  not  to  speak  of  a  tax  upon  the  food 
of  those  employed  upon  it  ?  The  proposal  would  not 
bear  serious  discussion  for  five  minutes.  On  the  other 
hand,  a  general  tax  upon  imports  would  in  the  Colonies 
fall  almost  exclusively  upon  manufactured  goods,  tlie 
import  of  which  it  is  the  policy  of  the  Colonies  to  dis- 
courage, and  which  are  already  highly  taxed  in  almost 
every  one  of  them.  The  proposal,  therefore,  comes  to 
this,  that  the  Colonies  should  increase  the  protection 
they  already  extend  to  their  own  manufactures,  and 
that  we  should  deprive  our  manufactures  of  the  only 
advantage  they  have — the  abundance  and  cheapness 
of  food  and  raw  materials. 
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3-  Lord  Goschen  has  shown  in  his  book  on  the 
Foreign  Exchanges  to  what  an  enormous  extent 
England  has  become  an  emporium  for  trade  between 
foreign  nations  ;  that  is,  that  in  addition  to  the  trade 
which  England  does  directly  with  foreign'  nations, 
foreign  nations  trade  to  a  large  extent  with  each  other 
through  the  medium  of  England,  using  English  ships 
for  carriage,  English  ports  for  exchange  and  trans- 
shipment, and  paying  each  other  in  bills  drawn  upon 
England.  All  this  branch  of  English  trade  is  directly 
dependent  upon  the  freedom  of  English  ports  and  the 
absence  of  Customs  duties.  If  ships  carrying  foreign 
goods  are  not  allowed  ito  enter  and  clear  out  of  our  ports 
without  the  payment  of  import  and  export  duties,  or  if 
foreign  merchants  are  put  to  the  trouble  and  expense 
of  selling  and  purchasing  their  goods  through  bonded 
stores,  the  great  advantage  of  English  ports  as  an 
emporium  for  foreign  trade  will  be  lost.  There  are 
many  elements  in  the  recent  developments  of  the 
world's  commerce  tending  ito  deprive  Great  Britain  of 
the  great  relative  advantages  she  formerly  enjoyed  as 
an  emporium  for  the  world's  trade,  but  once  we  lose 
the  advantage  we  possess  in  the  freedom  of  our  ports 
from  harassing  Customs  dues  and  Customs  regulations 
we  may  bid  good-bye  for  ever  to  the  position  we  have 
so  long  enjoyed  as  the  chief  entrepot  of  the  wcfrld's 
commerce. 

PROPOSAL  FOR  A  REBATE  OF  DUTIES  ON 
COLONIAL  PRODUCTS. 

11.  The  second  form  which  the  proposal  for  Pre- 
ferential Tariffs  has  taken  is  that  of  a  rebate  of  duties 
at  each  British  port  in  favour  of  goods  produced  in  any 
other  part  of  the  British  Empire.    This  proposal  was 
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put  forward  at  the  Colonial  Conference  held  at  Ottawa 
in  1894,  when  the  Colonial  Premiers  adopted  a  resolu- 
tion as  to  ithe  advisability  "  of  a  Customs  arrangement 
by  which  trade  within  the  Empire  may  be  placed  on  a 
more  favourable  footing  than  that  which  is  carried  on 
with  foreign  countries."  This  proposal  has  since  been 
put  into  a  somewhat  more  definite  form  in  a  resolution 
passed  by  the  New  Zealand  Government  in  December, 
1 90 1,  and  forwarded  to  the  Secretary  of  State  for  the 
Colonies.  "  It  is  essential  to  the  well-being  of  the 
Mother  Country  and  his  Majesty's  Dominions  beyond 
the  seas  that  in  all  such  Dominions,  where  the  same  do 
not  exist,  Preferential  Tariffs  by  way  of  rebate  of 
duties  on  British  manufactured  goods,  carried  on 
British-owned  ships,  should  be  granted,  and  that  in 
the  Mother  Country  a  rebate  of  duties  on  Colonial 
products  now  taxable  should  be  conceded." 

This  is  a  proposal  of  a  wholly  different  nature  from 
that  which  we  have  just  been  discussing,  and  is  not 
open,  as  thus  stated,  to  the  same  objections.  The 
Dominion  of  Canada  has,  as  you  are  all  aware,  already 
granted  a  substantial  rebate  of  duties  to  British 
manufactured  goods,  and  nobody  could  object  to  the 
other  Colonies  following  that  example.  But  there 
are  serious  practical  difficulties  in  the  way  of  carrying 
out  a  reciprocal  arrangement  of  this  sort  between  Great 
Britain  and  the  outlying  British  possessions,  and  it 
would  be  well  to  carefully  consider  these  difficulties 
before  attaching  toO'  much  importance  to  a  proposal 
such  as  is  sketched  out  in  the  New  Zealand  resolution. 

GREAT  BRITAIN   HAS  NO  DUTIES  TO  REMIT. 

I.  The  Colonies  are  undoubtedly  in  a  position  to 
remit  taxes  to  a  large  extent  upon  British  manu- 
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factured  goods,  if  they  are  so  disposed :  because 
British  manufactured  goods  of  all  sorts  are  at  pre- 
sent subject  to  heavy  duties  in  almost  all  our  Colonies. 
But  is  the  United  Kingdom  in  a  position  to 
give  anything  in  return  ?  What  taxes  can  we  remit 
upon  Colonial  products  ?  As  far  as  I  can  remember, 
there  is  not  a  single  article  imported  from  Canada 
which  is  not  duty-free  at  our  ports.  We  import  some 
wine  from  Australia  and  some  rum  from  the  West 
Indies,  but  the  taxes  paid  on  these  articles  are  insig- 
nificant in  amount,  and  we  could  not  remit  them,  or  any 
part  of  them,  without  disorganising  our  own  excise 
system  so  far  as  it  consists  of  duties  upon  home-made 
spirits  and  beer.  The  only  article  imported  from  any 
of  our  possessions  abroad  which  pays  duty  to  any 
amount  worth  speaking  of  is  the  tea  we  import  from 
India  and  Ceylon.  The  Chancellor  of  the  Exchequer 
could,  I  suppose,  arrange  to  remit  the  tea  duty  on 
Indian  and  Ceylon  tea  by  raising  6  millions  of  taxation 
in  some  other  way.  But  I  venture  to  say  with  some 
confidence  that  this  is  not  the  sort  of  Preferential  Tariff 
the  Colonies  are  looking  for.  Would  Canada  and 
Australia  regard  it  as  a  discharge  of  what  we  owed  to 
them  for  remission  of  duties  in  favour  of  British  goods 
that  we  should  admit  tea  free  from  India  and  Ceylon  } 
We  must  remember  that  India  and  Ceylon  have  already 
a  practically  Free  Trade  with  Great  Britain,  and  could 
give  us  nothing  in  return  for  our  remission  of  the  duty 
on  tea.  So  that  the  bargain  would  be  of  a  most  lop- 
sided character.  We  should  be  getting  all  the  benefit 
from  Canada  and  Australia,  and  giving  all  the  benefit 
to  India  and  Ceylon.  The  benefit  to  India  and  Ceylon 
would,  indeed,  be  a  very  moderate  one.  They  have 
already  secured  a  practical  monopoly  of  the  tea  market 
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in  Great  Britain,  and  the  remission  of  the  tea  duty 
would  chiefly  benefit  the  British  tea-drinker. 

PREFERENTIAL  TARIFFS  CAN  ONLY  CO=EXIST 
WITH   PROTECTIVE  TARIFFS. 

2.  There  can  be  little  doubt,  then,  that  when  the 
Colonies  propose  a  preferential  arrangement  of  this 
sort,  they  do'  not  intend  that  it  shall  be  wholly  one- 
sided. They  mean  that  their  products  shall  have  an 
advantage  in  British  markets  over  products  of  the  same 
sort  from  foreign  countries,  corresponding  in  some 
measure  tO'  the  advantage  which  British  manufactures 
would  have  in  Colonial  markets  over  foreign  manu- 
factures. If  this  be  SO',  tthen  it  is  clear  that  the  arrange- 
ment can  be  carried  out  on  our  part  only  by  our  putting 
import  duties  upon  food  and  raw  materials  for  the 
sake  of  being  able  to  remit  these  duties  in  favour  of 
the  Colonies.  This  is  what  Lord  Jersey  meant  when 
he  told  thie  Colonial  Conference  at  Ottawa  that  their 
proposal  for  preferential  trading  would  not  meet  with 
much  favour  at  home,  for  that  whilst  to  the  Colonies  it 
meant  the  remission  of  existing  duties,  to  the  Mother 
Country  it  would  mean  the  imposition  of  new  duties. 

A  PREFERENTIAL  TARIFF  INVOLVES  THE  TAXA= 
TION  OF  FOOD  AND  RAW  MATERIALS. 

3.  I  have  already  shown  how  impossible  it  is  for 
Great  Britain  to  tax  imports  of  food  and  raw  materials 
without  raising  indefinitely  the  cost  of  production  of 
her  manufactures,  thus  putting  herself  at  a  disad- 
vantage in  every  market  of  the  world,  and  endangering 
the  vast  fabric  of  her  foreign  trade.  A  few  figures 
will  show  the  importance  to  British  industry  of  the 
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trade  with  foreign  nations  as  compared  with  that  of  the 
trade  with  the  Colonies.  In  igoo  the  total  imports  of 
the  United  Kingdom  (excluding  bullion  and  specie) 
amounted  to  5 22,2 38,980.  Of  this  amount  only 
1 09, 5  30,63  5  came  from  the  whole  of  the  British 
possessions  outside  the  United  Kingdom,  including 
British  India.  If  we  exclude  British  India,  our  whole 
imports  from  the  rest  of  the  British  Empire  amounted 
to  ^^87,057,360,  or  about  one-sixth  of  the  whole.  The 
total  exports  amounted  to  ;£"2 80,498,000.  Of  this 
amount  ;£"94,37g,596  represents  our  exports  to  all  the 
British  possessions,  including  India.  If  we  exclude 
India,  our  total  exports  to  the  rest  of  the  Empire 
amounted  to  ;£^53, 576,275,  or  less  than  one-fifth  of  the 
whole.  And  for  the  sake  of  a  very  doubtful  increase  in 
a  trade  which  now  amounts  to  about  one-fifth  or  one- 
sixth  of  our  whole  external  trade  we  are  asked  to  adopt 
a  policy  which  would  bring  into  imminent  peril  the 
whole  of  the  remaining  four-fifths  or  five-sixths. 

4.  I  say  a  very  doubtful  increase,  because  it  is  plam 
that  the  prospect  of  an  increase  of  our  trade  with  the 
Colonies  through  a  system  of  Preferential  Tariffs 
depends  upon  our  being  able  to  undersell  other  nations 
in  the  Colonial  markets  by  reason  of  our  paying  lower 
duties.  But  if  these  lower  duties  can  only  be  secured 
by  our  imposing  duties  upon  foreign  food  and  raw 
materials,  it  may  be  that  the  consequent  increase  in 
the  cost  of  production  of  our  manufactured  goods  will 
more  than  counterbalance  any  advantage  we  may  have 
in  the  lower  duties,  and  -thus  we  may  be  undersold  in 
the  Colonial  markets,  instead  of  underselling  others. 
It  is,  in  fact,  certain  that  no  advantage  the  Colonies 
could  offer  us  in  the  shape  of  reduced  taxation  could 
possibly  compensate  us  for  the  disorganisation  of  our 
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whole  manufacturing  system  by  any  interference  with 
our  present  system  of  free  imports. 

RESULTS  OF  CANADIAN  PREFERENCE. 

5.  In  connection  with  this  point  I  may  briefly  refer 
to  the  results  of  the  Preferential  Tariff  already  con- 
ceded to  the  Mother  Country  by  the  Dominion  of 
Canada.  This  Preference  has  been  in  existence  since 
1897.  In  1897  Canada  granted  a  rebate  of  12  )4  per 
cent,  on  her  tariff  in  favour  of  British  manufactured 
goods.  In  1898  this  rebate  was  increased  to  25  per 
cent,  and  in  1900  to  33  per  cent.  This  remission  of 
duties  has  been  entirely  voluntary  on  Canada's  part, 
and  has  not  been  accompanied  by  any  concession  on 
the  part  of  Great  Britain  that  would  interfere  in  any 
way  either  with  her  manufactures  or  her  trade.  The 
experiment  of  a  Preferential  Tariff  has,  therefore,  been 
tried  in  the  case  of  Canada  under  circumstances  as 
advantageous  as  possible  to  the  trade  of  the  United 
Kingdom.  Yet  what  has  been  the  result  In  the 
year  1 896,  the  year  before  this  Preferential  Tariff  was 
instituted.  Great  Britain  exported  to  Canada  goods  to 
the  value  of  33  million  dollars.  In  the  year  1 901,  when 
the  preference  was  at  its  highest,  the  exports  of  Great 
Britain  to  Canada  had  increased  to  43  millions ;  that 
is,  by  considerably  less  than  one-third.  In  the  year 
1896  the  exports  of  France  to  Canada  amounted  to 
about  2^  million  dollars.  In  1901  they  had  risen  to 
5^  millions.  That  is,  they  had  doubled.  In  1896 
the  exports  of  the  United  States  to  Canada  amounted 
to  5934^  million  dollars.  In  190 1  they  had  risen  to 
116  millions;  that  is,  they  had  nearly  doubled.  So 
that  whilst  the  exports  of  England,  with  all  the 
advantages  of  a  Preferential  Tariff,  had  only  increased 
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by  about  a  third,  both  France  and  the  United  States, 
without  any  preference  and  paying  full  duties,  had 
doubled  their  sales  in  Canada.  But  the  most  astonish- 
ing result  of  all  is  that,  when  the  preference  given  by 
Canada  to  British  goods  was  raised  to  its  highest 
point,  the  sales  of  British  goods  actually  fell  off,  whilst 
those  of  French  and  United  States  goods  rapidly  in- 
creased. In  1900  British  exports  to  Canada  amounted 
to  45  million  dollars  ;  in  1901,  under  the  33)^  per  cent, 
rebate,  British  exports  to  Canada  fell  to  43  millions. 
In  the  same  year  French  exports  to  Canada  increased 
from  about  4^  to  5^  millions,  and  United  States 
exports  from  109  to  116  millions.  If  we  take  the  whole 
amount  of  Canadian  imports  we  find  that  in  1896-97 
Great  Britain  supplied  26*4  per  cent.,  whilst  in  1900-01 
she  supplied  only  23*7  per  cent.  This  is  not  very 
encouraging  as  a  result  of  Colonial  preference.  It  is 
needless  tO'  say  I  dO'  not  for  a  moment  suggest  that  a 
rebate  of  duties  on  British  goods  is  not  of  itself  in 
favour  of  the  British  exporter.  There  is  no  doubt  it 
is.  But  these  figures  show  that  there  are  other  factors 
determining  the  course  and  amount  of  international 
trade  which  are  of  even  greater  importance  than  the 
rise  or  fall  of  duties  ;  and  they  strongly  suggest  that 
a  rebate  of  duties  may  easily  be  purchased  too  dearly. 
In  comparing  the  trade  of  Great  Britain  and  the  United 
States  respectively  with  Canada  we  find  that  it  is 
chiefly  raw  material  that  Canada  imports  from  the 
United  States,  and  that  raw  material  is  either  not 
taxed  at  all,  or  taxed  very  lightly  as  compared  with 
manufactured  goods  ;  so  that  a  reduction  of  the  import 
duties  on  manufactured  goods  gives  Great  Britain 
hardly  any  advantage  at  all  as  against  the  United 
States  in  its  trade  with  Canada.    On  the  other  hand,  it 
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would  require  a  very  great  advantage  indeed  in  the 
matter  of  duties  to  counterbalance  the  enormous 
advantage  the  United  States  has  in  trading  with 
Canada  from  the  proximity  and  convenience  of  her 
markets.  These  are  all  matters  which  have  to  be 
seriously  taken  into  account  when  we  are  offered  the 
advantage  of  a  Preferential  Tariff  on  condition  of 
our  disturbing  the  whole  course  of  our  own  industry 
and  trade. 

PREFERENTIAL  TARIFFS  AND  MOST=FAVOURED 
NATION  TERMS. 

6.  There  is  another  aspect  of  this  matter  which 
demands  serious  consideration  if  we  would  know  the 
full  effect  of  Preferential  Tariffs  upon  our  foreign 
trade.  The  self-governing  Colonies  have  full  control 
of  their  own  commercial  policy,  make  their  own  tariffs, 
and  enter  into  commercial  arrangements  with  foreign 
nations  without  reference  to  the  Mother  Country. 
The  consequence  is  that  for  all  commercial  purposes 
our  self-governing  Colonies  are  dealt  with  by  foreign 
nations  as  if  they  were  independent  communities. 
When  Canada,  for  example,  established  a  Preferential 
Tariff  in  favour  of  the  Mother  Country,  Germany  at 
once  gave  notice  that  she  could  no  longer  extend  the 
most-favoured  nation  terms  to  Canadian  goods,  thereby 
implying  that  Canada  and  Great  Britain  were  dealing 
with  each  other  as  separate  nations.  In  the  same  way, 
if  Great  Britain  were  to  extend  preferential  advantages 
to  Canada  or  Australia  the  foreign  nations  with  which 
we  at  present  deal  on  most-favoured  nation  "  terms 
would  at  once  say  that  we  were  no  longer  entitled  to 
such  terms,  as  Canada  and  Australia  were  more- 
favoured  nations.     But  if  we  were  denied  "  most- 
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favoured  nation  "  treatment  by  the  foreign  countries 
with  which  our  main  trade  is  now  carried  on,  no  pos- 
sible increase  in  our  trade  with  our  Colonies  could  com- 
pensate us  for  our  loss.  Our  exports  to  foreign  coun- 
tries consist  almost  exclusively  of  manufactured  goods, 
and  it  is  manufactured  goods  which  are  most  highly 
taxed  in  foreign  ports.  The  difference  between  the 
maximum  tariff  in  foreign  ports  on  manufactured 
goods,  and  the  minimum  or  most-favoured  nation  tariff 
which  we  at  present  enjoy  everywhere  in  consequence 
of  our  Free  Trade  system,  amounts  on  the  average  to 
about  25  per  cent.  If  we  adopt  the  system  of  Preferen- 
tial Tariffs  in  favour  of  our  Colonies,  and  are  in  conse- 
quence denied  most-favoured  nation  treatment  by 
foreign  countries,  that  means  that  25  per  cent,  will  be 
added  to  the  duties  our  goods  already  pay  in  foreign 
markets.  What  the  consequence  of  that  would  be  in  the 
present  state  of  competition  for  foreign  markets,  and 
with  the  small  margin  by  which  we  are  at  present  able  to 
maintain  our  position  in  foreign  markets,  anyone  can 
form  an  idea  for  himself.  The  loss  of  "  most-favoured 
nation  treatment  would  mean  the  ruin  of  our  foreign 
trade,  and  that  would  be  the  price  we  should  pay  for 
the  futile  attempt  to  establish  an  exclusive  trade  with 
our  Colonies. 

ARE  THE  COLONIES  TO  DICTATE  THE  FISCAL 
POLICY  OF  GREAT  BRITAIN? 

The  fact  is,  and  this  is  the  conclusion  of  the  whole 
matter,  the  proposal  for  Preferential  Tariffs  is  founded 
upon  the  idea  that  it  is  somehow  ,  injurious  to  the 
Mother  Country  that  the  Colonies  should  trade  with 
foreign  countries,  and  that  it  is  somehow  injurious  to 
the  Colonies  that  the  Mother  Country  should  obtain 
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elsewhere  goods  which  the  Colonies  could  supply.  The 
idea  which  has  mainly  governed  the  commercial  and 
fiscal  policy  of  Great  Britain  for  the  last  sixty  years  is 
exactly  the  opposite :  that  it  is  best  for  every  country 
and  every  individual  that  men  should  be  free  to  trade 
wherever  they  find  trade  most  profitable,  and  that  no 
artificial  regulations  or  legislative  restrictions  should 
divert  trade  from  the  channels  which  it  would  naturally 
follow.  It  is  impossible  to  reconcile  these  two  ideas. 
It  is  impossible  for  a  community  which  has  adopted  one 
of  these  ideas  tO'  agree  upon  a  common  commercial 
policy  with  a  community  which  has  adopted  the  other. 
Great  Britain  has  adopted  Free  Trade.  Her  self- 
governing  Colonies  have  adopted  Protection.  The 
cry  for  Preferential  Tariffs  simply  means  that  Great 
Britain  is  to  abandon  Free  Trade  in  deference  to  the 
Protectionism  of  her  Colonies.  It  would  appear  to  me 
that  if  either  party  is  to  abandon  its  policy  in  deference 
to  the  opinion  or  the  interests  of  the  other,  it  is  not 
Great  Britain,  with  her  teeming  population,  her 
gigantic  industries,  her  enormous  and  world-wide  com- 
merce, her  long  experience,  and  her  accumulated  stores 
of  financial  wisdom,  that  should  give  way  to  the  dreams 
and  hopes  of  her  young  and  inexperienced  daughters. 
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